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IRAQ: KEY ECONOMIC INDICATORS 


Exchange Rate (a) 
US $1.00 = 0.309 ID 
ID 1.000 = US $3.23 


1981 1982 1983 


Gross Domestic Product 31,647.6 N/A N/A 
National Income 30,916.9 41,428.6 N/A 
Per Capita Income ($) 2,251.4 2,954.8 N/A 
Fixed Capital Formation 15,,36Z<¢35 18,165.8 N/A 
Construction Sector Output 3,733.8 N/A N/A 
Mfg.Industries Sector Output 6,075.9 N/A N/A 
Agricultural Sector Output 4,326.7 N/A N/A 
Trade Sector Output 4,250.4 N/A N/A 


Transportation and 
Communications Sector Output 3,753.8 N/A N/A 


Government Budgets 
Investment Budget 22 6 F806 7 26,026 N/A 


Total Revenues of State 
Ordinary Budget L3,553<8 12 47242 N/A 


Total Expenditures of 
State Ordinary Budget 17 ,SGi.8 18,079.6 N/A 


Balance of Ordinary 
Budget -3,947.8 -5,607.4 N/A 
Trade 

Total Exports (b) 10,510.8 40, 32842 9,785 
Oil Exports (b) 10,368.8 10,186.3 9,650 
Exports to US (b) 156.22 39.9 55 
Total Imports (b) 16 ,968.6 i7, 738.5 10,810 
Imports from US (b) 913.6 846 563 


(a) In October 1982, the Iraqi Dinar was devalued to ID 1 = US 3.20 
In this table, the old exchange rate is used for 1982 


(b) International Monetary Fund 





I. Summary 


Compared with 1983, when numerous deferred payment agreements had 
to be negotiated with foreign contractors and the full force of 
the government's austerity program hit the Iraqi consumer, 1984 
was a year of relative respite for the Iraqi economy. The long 
economic slide that had been taking place since the outbreak of 
war with Iran in September 1980, appears to have been arrested 
and with plans underway to raise further Iraqi oil exports there 
are hopes that late 1985 and 1986 will see at least a partial 
return to the growth that characterized the Iraqi economy prior 
to the conflict with Iran. Exports increased in 1984 as a result 
of the completion of the Turkish oil pipeline expansion project 
in July and increased shipments of products and crude via truck 
to Turkey and Jordan. It appears that imports again declined 
despite the government's slight easing of the strict austerity 
program it had initiated in 1982 to cope with mounting current 
account deficits and dwindling foreign exchange reserves. 
Increased exports and lower imports resulted in a further narrow- 
ing of Iraq's current account deficit in 1984 but the country was 
still forced to seek deferred payment terms on most imports, 
obtain new credits from major trading partners, and continue to 
rely on massive financial assistance from the Arab Gulf States. 
1985 will be economically crucial for Iraq with many of the 
repayments that were rescheduled from 1983 coming due during 

the course of the year. 


As in previous years, the petroleum sector continued to dominate 
the economy in 1984, accounting for over 99 percent of Iraq's 
merchandise exports. As a result of the Turkish pipeline expan- 
sion project, exports rose from no more than 850,000 barrels per 
day early in 1984 to over a million barrels per day at present. 
Construction is underway on a 500,000 barrel per day pipeline 
tying into an existing line in Saudi Arabia and tender documents 
are now out for another 500,000 barrel per day pipeline through 
Turkey. Iraq claims proven and semi-proven oil reserves of over 
110 billion barrels, a figure most independent geologists do not 
dispute. Growing oil refinery capacity has allowed Iraq to 
continue increasing its exports of refined products. 


The commercial environment will continue to be difficult in 1985 
as the government will be forced to maintain its modified auster- 
ity program. In nearly all cases, financing terms will be a major 
factor in determining which firms will be awarded contracts and 
those companies unable to offer financing will have little pros- 
pect of success. Agricultural products now make up 85-90 percent 
of U.S. exports to Iraq and consist almost totally of items sold 
on a deferred payment basis under the GSM 102 program (Commodity 
Credit Corporation). As in the previous two years, the U.S, is 
making additional GSM 102 credits available to Iraq in 1985. The 
commercial climate has improved for American companies in Iraq 

and they can now participate at a USA pavilion at the Baghdad Fair, 
The boycott remains an obstacle, ,but Iraq selectively continues to 
waive boycott requirements in order to obtain the best technology 
or product available. Despite current difficulties, Iraq's long- 





term plans to develop its agricultural], industrial, and human 
resources will offer promising markets for U.S. companies 
particularly in energy, transportation, communications, elec- 
tronics and health. 


II. Current Economic Situation and Trends 


1984 provided a financial breather for Iraq following the diffi- 
cult negotiations with foreign contractors and governments in 
1983 for rescheduling of delinquent payments for development 
projects. A combination of higher revenues from the expanded 
Turkish pipeline, government imposed austerity, and successful 
financing for nearly all civilian imports allowed the Iraqi 
government to fulfill its financial obligations during the year 
without any apparent further reduction in living standards. 
However, many of the payments that were due in 1983 were 
rescheduled to 1985 and it remains to be seen whether Iraq will 


be able to meet these payments and still maintain economic 
equilibrium. 


Prior to the outbreak of war with neighboring Iran in September 
of 1980, Iraq's economic prospects looked bright indeed. Iraqi 
Oil production was approaching 3.5 million barrels per day of 
which nearly 3.2 million were exported, earning Iraq $21 billion 
in 1979 and $26 billion in 1980. Throughout the late 1970's 
Iraq's income grew much faster than the country's ability to 
absorb it, which resulted in Iraq having amassed over $35 billion 
in foreign exchange reserves by the time the conflict with Iran 
broke out. However, Iraq's oil export terminals in the Persian 
Gulf were severely damaged during the early weeks of the war and 
have not been operational since. This resulted in a reduction of 
Iraq's oil exports from 3.2 million to a million barrels per day 
in 1981. Nevertheless, the leadership determined that despite 
the reduction in oil revenues and the high cost of the war, the 
country's highly ambitious development program continue. Conseq- 
uently, billions of dollars worth of contracts were awarded to 
foreign corporations for the construction and equipping of a 

wide range of infrastructure and industrial projects. 


The Iraqi government continued its "guns and butter" policy well 
into 1982 when events finally made it untenable. By then it had 
become clear that no quick victory was in the offing for Iraq and 
by June of 1982 Iragi forces, which had initially occupied parts 
of southwest Iran, had to be withdrawn and Iran was even prepar- 
ing to carry the war into Iraq. Iraq suffered a severe economic 
blow as well in April of that year when Syria, an ally of Iran, 
closed its borders with Iraq shutting down the pipeline carrying 
Iraqi oil across Syria to the Mediterranean Sea. This action 
reduced Iraq's oil exports to a mere 650,000 barrels per day 
through the Turkish pipeline, Iraq's sole remaining export outlet, 





Initially, the country's declining oil revenues failed to put a 
damper on the development program as civilian imports soared to 
nearly $20 billion in both 1981 and 1982, a 38 percent increase 
over the 1980 figure and nearly twice the import level of 1979. 
However, as 1982 wore on it became apparent that Iraq would have 
to take action to reduce its ballooning current account deficit 
which was rapidly depleting the nation's foreign exchange reserves. 
The government hoped to maintain an air of normalcy at least until 
the conclusion of the non-aligned movement summit meeting scheduled 
to take place in Baghdad in September 1982. In fact, there was 
even feverish activity to complete work on the new airport, high- 
ways, and luxury hotels in time for the event. However, shortly 
before the summit was to begin, the venue was changed to New 
Delhi because of the war. At this point,the Iraqi Government 
began to take decisive action to deal with the growing economic 
difficulties the country was experiencing. The government instit- 
uted a strict austerity program aimed at drastically reducing 
Civilian imports. Numerous development projects that had been 
planned were either postponed or cancelled altogether. Projects 
already under construction were slowed as the government tried. 

as much as possible to conserve dwindling currency reserves. 

As harsh as the austerity measures were, they did not come soon 
enough. By late 1982,it was clear that Iraq would not be able to 
meet its obligations to pay cash for the billions of dollars 
worth of development projects contracted to foreign companies. 
Iraq was forced to enter into negotiations in early 1983 with the 
foreign contractors to seek deferral of payments coming due on 
development projects. These contractors were asked to secure 
their own financing and allow Iraq to defer its 1983 payments 
until 1985. Many of the contractors had taken out export insur- 
ance with their home governments, principally the Federal Republic 
of Germany, Japan, France, the United Kingdom, Italy, and the 
Republic of Korea. These governments then had to make a decision 
whether or not to issue credit guarantees which would allow the 
contractors to secure financing, or pay large claims to those 
companies which would not be able to complete their projects in 
Iraq without credit. Long and difficult negotiations ensued but 
in the end most governments found they had little choice but to 
issue the credit guarantees and to defer payments until 1985. 

In most cases these agreements obligated the Iraqis to make all 
outstanding 1982 payments, 10-15 percent of 1983 hard currency 
payments, and all 1983 Iraqi dinar payments. 1983 represented 

the nadir of Iraq's economic fortunes as a combination of the 
closure of the Syrian pipeline and a reduction in the price of 

oil from $34 to $29 per barrel reduced Iraq's export earnings to 
between seven and eight billion dollars. Nevertheless, a fragile 
economic equilibrium was achieved through a reduction in civilian 
imports from nearly $20 billion in 1982 to an estimated $10 
billion in 1983; aid from the Arab Gulf States, principally Kuwait 
and Saudi Arabia; additional credits and guarantees for the pur- 
chase of food and other basic commodities; and an increase in 
crude oil exports achieved by the use of anti-drag chemicals in 
the Turkish pipeline. New agricultural credits were of particular 
importance in 1983. Under the GSM 102 program, the United States 
provided over $400 million in credit guarantees for the purchase 
of U.S, wheat, rice and other agricultural products. Other 





traditional suppliers such as Australia (wheat), Canada (wheat), 
Thailand (rice), New Zealand (butter and cheese), and Turkey 
(agricultural and industrial products) soon followed suit with 
credit offers of their own. However, despite these new credits, 
1983 witnessed numerous shortages of consumer goods, including 
certain foodstuffs, as the government's austerity program greatly 
reduced the availability of imported goods. With fewer consumer 
goods available in the market the government undertook policies 
aimed at soaking up excess dinars in order to dampen inflation 
and to ensure an orderly distribution of essential goods in short 
supply and to prevent hoarding and black marketeering. These 
policies were fairly successful as inflation was held to an 
estimated annual rate of about 25 percent, a very modest figure 
for a developing country engaged in a full-scale war. 


1984 was another turning point for Iraq, on the military front, 
Iraqi forces stopped a major Iranian offensive in February and 
since then the fighting has been sporadic and desultory. Econom- 
ically, Iraq continued a steady recovery as continued austerity 
and higher oil exports resulted in further improvement of Iraq's 
current account. Of particular importance was the completion of 
the Turkish pipeline expansion project in July raising the capa- 
city of the line to an estimated 950,000 barrels per day which 
combined with an estimated 60,000 barrels per day of exports by 
truck through Jordan and Turkey boosted Iraqi oil exports to over 
one million barrels per day by the end of the year - their highest 
figure since the closure of the Syrian pipeline. The Iraqis also 
continued to agressively seek new credits during the year for both 
the importation of staples and a modest revival of Iraq's economic 
development program. The United States extended $650 million in 
credit guarantees under the GSM 102 program for the purchase of 
U.S. agricultural products. Other suppliers of agricultural 
products also agreed to extend credit to Iraq. In the industrial 
sector, Italy signed a protocol with Iraq which called for the 
Italian government to provide Iraq with $500 million in credit 
guarantees for the purchase of Italian goods. The United Kingdom 
agreed to extend a 250 million Pounds Sterling line of credit for 
the purchase of general goods and an additional 50 million Pounds 
Sterling to import British pharmaceuticals. The USSR reportedly 
agreed to extend Iraq a $2 billion line of credit for the purchase 
of two electric power generation plants as well as military equip- 
ment.1984 also witnessed a modest revival of Iraq's development 
program with the signing of a $400 million contract with Technip 
of France for the construction of a lube oil plant in Baiji 
(between Mosul city and Baghdad city), and a $400 million contract 
with Hyundai of Korea for the construction of a thermal power 
station at Mussayib (southwest of Baghdad). In both cases,the 
suppliers provided financing at the insistence of the client. 
Probably the most significant project undertaken during the year 
was the construction of a new oil pipeline that will connect Iraq's 
southern oil fields with the Saudi petroline. The American firm 
Brown and Root did the engineering studies, and in October the 
contract for actual construction was signed with the Italian firm 
Saipem, When the estimated $500 million project is completed in 
the autumn of 1985 it is expected to increase Iraq's oil exports 
by an additional 500,000 barrels per day. 





Austerity was still the watchword in 1984 as civilian imports 
were reduced further to between an estimated 8 and 9 billion 
dollars. Nevertheless, there was a marked improvement in the 
availability of consumer goods during 1984, particularly towards 
the end of the year. This was partially the result of a better 
harvest in 1984. Drought had devastated 1983's crops but 
increased rainfall in 1984 contributed to a substantial recovery 
of Iraq's agricultural production. The remarkable strength of 
the dollar was probably also a factor in stabilizing the Iraqi 
economy in 1984. Since virtually all of Iraq's exports are 
either crude oil or refined products for which it receives 

U.S. dollars, and only a relatively small percentage of Iraq's 
imports are from the United States, Iraq enjoyed substantially 
more favorable terms of trade during the year. Therefore, while 
in nominal dollar terms civilian imports declined from their 1983 
level, in terms of actual goods imported, 1984 imports were 
probably greater than in the previous year. 


The Iraqi economy will face new challenges in 1985 as those 

hard currency payments that were originally deferred in 1983 

start coming due in the spring. The possibility of a decline in 
oil prices adds to the uncertainties surrounding Iraq's 1985 
economic prospects. And, while the level of fighting has 
decreased, there is still little prospect of an end to the war 
with Iran which will continue to sap Iraq's economic strength. 

In order to meet its debt repayment obligations and at the same 
time prevent a further decline in living standards, the Iraqi 
government will probably pursue the same policies that it used 
successfully in 1984. Despite announced plans to increase civil- 
ian imports by 10 percent in 1985, continued austerity will be 
unavoidable. Civilian imports will probably concentrate on pro- 
ducts that meet basic human needs such as food and on items neces- 
sary to keep Iraqi industry operating such as raw materials, semi- 
finished goods, spare parts, and machinery. The development pro- 
gram will be restricted to projects that will either permit import 
substitution such as fertilizer plants, or will allow an expansion 
of exports such as oil pipelines. Iraq will insist that potential 
suppliers provide financing for virtually all civilian imports. 
The United States has already announced $675 million in credit 
guarantees for Iraq to purchase U.S. agricultural products under 
the GSM 102 program in 1985. Italy and the United Kingdom 
announced new credit arrangements with Iraq in the latter half of 
1984 which should be partially available to Iraq in 1985. Iraq 

is reportedly pressing other major trading partners to extend 
further supplier credits. Iraq is also making a major effort to 
increase its revenues through the construction of a new oil pipe- 
line to Saudi Arabia which is expected to be operational by the 
end of the year, 


Petroleum Petroleum dominates the Iraqi economy, It accounts 
for 32 percent of total nominal GNP and makes up fully 99 per- 
cent of Iraq's merchandise exports, Revenues from petroleum 
exports fueled the economic boom that took place from 1973 to 
1982 and have sustained Iraq in its war with Iran, Iraq is a 
founding member of OPEC and considers the well-being of the 
cartel vital to its national interests, 





Prior to the war, Iraq's oil production had reached 3.5 million 
barrels per day and exports were about 3.2 million barrels per 
day. However, in the opening weeks of the war, Iraq's two major 
offshore export terminals in the Persian Gulf, Mina al-Bakr and 
Khor al-Amaya, were seriously damaged and have remained closed 
ever since. In April of 1982 Iraq's oil exports were again cut, 
from one million barrels per day to 650,000 barrels per day, when 
Syria closed the oil pipeline running from Iraq through Syria to 
the Mediterranean. The 980 kilometer pipeline running from 
Northern Iraq to Ceyhan, Turkey became Iraq's sole remaining 
export outlet. Iraq was able to raise output through this line 
to over 700,000 barrels per day in 1983 through the use of 
special anti-drag chemicals added to the oil. In the summer of 
1984 the first Turkish pipeline expansion was completed which 
consisted of looping the line and adding pumping stations. The 
expansion raised the line's throughput capacity to between 
950,000 and one million barrels per day by the end of 1984. 

Also in 1984, Iraq began work on a new pipeline that will run 
from Zubair in Southern Iraq to Saudi Arabia where it will con- 
nect up with the Petroline across Saudi Arabia to the Red Sea 
port of Yanbu. Saipem of Italy was awarded the construction 
contract in October and completion of the project is scheduled 
for September 1985. This section of the line, known as Phase I 
will have an initial capacity of 500,000 barrels per day. 

Phase II of the Saudi project, now in the planning stage, will 
consist of an independent pipeline parallel to the Petroline 
which will run all the way to the Red Sea and will have its 

own loading terminal there. If Phase II is completed Iraq's 

Oil export capacity through Saudi Arabia will rise to 1.5 
million barrels per day. 


Iraq is also planning to increase its oil exports through 

Turkey by constructing a new pipeline parallel to the existing 
line which will utilize the current line's pumping stations. 

The combined capacity of the two lines will be about 1.5 million 
barrels per day. The Italian firm Snamprogetti is currently 
doing the engineering studies for the project and the Iraqis 
hope that they will be able to sign a construction contract by 
April or May with actual work beginning in June and completion 
of the project by the end of 1986. The final pipeline project 
being contemplated is the Aqaba pipeline which would run from 
Northern Iraq through Jordan to an export terminal on the Gulf 
of Aqaba. This pipeline, which would have a capacity of at 
least one million barrels per day, at one time appeared to be 

a top priority and the United States Ex-Im Bank even issued a 
preliminary guarantee of $570 million to finance the purchase 

of U.S. goods and services to be used in building the Aqaba 
pipeline, However, difficulties in finalizing financial arrange- 
ments have thrown this project into doubt. 


If all these pipelines were built, they would give Iraq a total 
export capacity of at least four million barrels per day. 


By all accounts, Iraq's hydrocarbon reserves are enormous. As 
of the end of 1984 Iraq claimed proven reserves of 65 billion 
barrels of oil with an additional 49 billion barrels of"semi= 
proven" reserves. 





When and if the latter figure is proven Iraq's oil reserves 
will be the second highest in the world after Saudi Arabia. 
Independent petroleum geologists generally agree with Iraq's 
assessment of its petroleum reserves and some even say that 
Iraq has the greatest potential for additional discoveries 

of any country in the Middle East. In addition to oil, Iraq 
has estimated natural gas reserves of 28.8 trillion cubic feet. 
It is generally associated gas and of the 142 billion cubic 
feet produced in 1981, 119 billion cubic feet were flared. 
Plans to build a gas pipeline through Turkey that would permit 
the export of 3 million tons a year have been under study but 
were reportedly shelved in late 1984 because of the cost of 
the project. 


Prior to the war, Iraq had plans to raise oil production far 
beyond its 1980 level of 3.5 million barrels per day and despite 
the export constraints imposed by the war, exploration and devel- 
opment work continues, particularly in the Baghdad East and 
Baghdad West fields. However, Iraq is probably already at or 
even above its OPEC mandated production quota of 1.2 million 
barrels per day and although Iraq has publicly stated that its 
rightful quota should be at least 1.8 million barrels per day, 

it remains to be seen if other OPEC members will agree to a big 
boost in Iraq's quota while others are having to cut production. 


Despite the war, Iraq has pressed ahead with projects to expand 
its refining capacity. Before the war, Iraq refined 300,000 
barrels per day; 140,000 at Basra, 80,00 at Doura and the rest 
at several smaller topping units at Kirkuk, Baiji and Samawa. 
The Basra refinery was severely damaged during the opening days 
of the war and has remained closed ever since. Nevertheless, 
Iraq has been able to expand its refining capacity through the 
installation of a number of 10,000 barrels per day topping units 
throughout the country and by putting on stream the first two 
stages of a major refinery project at Baiji. The complex 
includes the 70,000 barrels per day Salahaddin I refinery and 
the 150,000 barrels per day Northern Refinery which went into 
Operation in 1983. The addition of these facilities has boosted 
Iraq's total refining capacity to over 400,000 barrels per day. 
However, actual production is probably not much more than about 
350,000 barrels per day, of which about 300,000 barrels per day 
is consumed locally and the rest exported via truck through 
Jordan and Turkey, Iraq's refining capacity will expand further 
with the construction of Salahaddin II at Baiji which will have 
a capacity of 70,000 barrels per day. In August 1984, Iraq 
signed a contract with the French firm Technip for the construc- 
tion of a lube oil plant at Baiji, estimated at over $400 million. 
Iraq is also reportedly planning to build an additional "grass 
roots" refinery as part of its next five-year plan. 


Foreign Trade The loss of export revenues due to the war has 
resulted in Iraq's foreign trade being greatly reduced during 
the past four years. Exports (99 percent oil) fell from over 
$26 billion in 1980 to barely more than $7 billion in 1983 and 
then recovered to about $10 billion in 1984. During the first 
two years of the war, imports actually increased from about 





10 


$12 billion in 1980 to nearly $18 billion in 1982. This severe 
decline in exports, coupled with the surge in imports produced 

a commercial trade deficit of $6 billion in 1981 and over $7 
billion in 1982. The current account deficit, which also takes 
into account services, transfers, remittances, and other invisi- 
bles, was undoubtedly much higher, and by the end of 1982, had 
all but exhausted Iraq's estimated pre-war foreign exchange 
reserves of over $35 billion. The deterioration in Iraq's bal- 
ance of payments was a major factor in the imposition of strict 
economic austerity measures in late 1982. The sharp decline in 
imports and the steady rise in exports have probably brought 
Iraq's commercial merchandise trade into balance, but large defi- 
cits on invisibles and continuing military imports still leave 
Iraq with a sizeable current account deficit, which is largely 
financed by additional debt and aid from its Arab Gulf allies. 


Leading suppliers (excluding sales of military equipment) include 
West Germany, Japan, France, Italy, the United Kingdom and the 
United States. These countries have recorded the following 
export figures ($ million): 

1982 1983 1984 
Japan 3, 0a? 695 485 (Jan-July) 
FRG 3,452 1,618 541 (Jan-July) 
France 1,588 894 479 (Jan-July) 
Italy 1,827 878 (Jan-July) 


United Kingdom 1,678 669 (Jan-July) 


United States 931 563 (Jan-July) 


liz. Implications for the United States 


1985: General Outlook for US-Iragi Trade 


The certainty that the Iraqi government will be forced to continue 
a modified austerity program in 1985 limits the prospects for 
immediate sales in Iraq. In addition, the Iraqi Government's 
policy of requesting deferred payment on almost all commercial 
imports will be an almost insurmountable obstacle to sales for 
those firms that are unable to offer financing. In 1985, as in 
the previous two years, agricultural products will dominate U.S. 
exports to Iraq. The U.S. Department of Agriculture's Commodity 
Credit Corporation (CCC) guaranteed $430 million of credit in 1983, 
$683 million in 1984, and has announced $675 million so far in 
fiscal year 1985 for the sale of wheat, rice and other agricultural 
commodities to Iraq. So far, the U.S. Government has for the most 
part only offered very limited credit facilities for the sale of 
non-agricultural goods to Iraq. The one exception has been the 
U.S. Export-Import Bank's preliminary commitment in 1984 to 

extend $570 million in credit guarantees to Iraq and Jordan for 
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the construction of the proposed Aqaba pipeline. However, the 
project has been unable to proceed past the planning stage due 
to the inability of Iraq and the commercial banks 

to reach a financing agreement. It is unfortunate that the 
downturn in the Iraqi market coincides with a significant 
improvement in the commercial climate for American companies, 
In 1982 American companies participated in their own pavilion 
at the Baghdad International Fair for the first time since 
Iraq broke diplomatic relations with the United States in 1967. 
American companies again participated in their own pavilion in 
the 1983 and 1984 Baghdad Fairs. On November 26, 1984 the 
United States and Iraq re-established formal diplomatic rela- 
tions after a 17 year hiatus, Senior Iraqi Government officials 
have made it clear that American companies will be treated 
equally with companies from other countries. This is especially 
important in Iraq, where the public sector dominates foreign 
trade (over 90 percent). American products and technology 
enjoy a solid reputation in Iraq and those American companies 
which establish themselves during the current hard times in 
Iraq could enjoy bright commercial prospects when the war ends 
and Iraq's oil revenues increase, 


Agriculture Agricultural self-sufficiency, while probably 
unattainable, continued to be a high Iraqi government priority 
in 1984 and new efforts to increase agricultural output are 
likely in 1985 as well. A severe drought during the first half 
of 1984 was a serious setback for Iraqi agriculture resulting 

in wheat production plunging from the usual 950,000 tons to only 
about 300,000 tons. Rice output fell from 163,000 tons in 1983 
to 90,000 tons in 1984 while the barley harvest also fell ata 
time when new livestock projects were creating additional demand 
for feed grains. Even the date harvest was down, falling to 
115,000 tons in 1984 compared to a high of 596,920 tons in 1982. 
However, autumn brought some rain and with it substantial improve- 
ment in grain production. While the summer of 1984 witnessed 
some sporadic shortages of fruits and vegetables, Baghdad's 
grocery stores had ample stocks of these items by year end. 
Despite the improved harvest prospects, Iraq will still have to 
import substantial quantities of grain since 1985 demand is 
estimated to be about 2.75 million tons. 


In addition to grains, the Iraqi government is encouraging 
poultry and egg production. While demand for table eggs is 
estimated at 3,800 million eggs per year, domestic production is 
only about 1,000 million with the balance being made up by 
imports, 1984 production was up 8 percent over the prior year 
and further growth is expected in 1985 since the Iraqi govern- 
ment offers incentives for egg production in the form of high 
support prices. In addition to eggs, the support price for 
poultry meat has also been raised substantially to encourage 
production. Chicken production in 1983 amounted to 8,4 million 
birds but there is still substantial demand for imported poultry 
which is largely being met by Brazil. 
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Dairy production has been the sector making the least progress 
in Iraq's drive for food self-sufficiency and to remedy this 
the Agricultural Bank, which lends to private farmers in the 
dairy sector, has had its capital increased from Iraqi Dinars 
10 million to Iraqi Dinars 300 million. 


Iraq currently has 12.6 million dunums of land under cultivation 
and hopes to increase this figure further through land reclama- 
tion and irrigation projects, Two major irrigation projects are 
the first stage of the Mosul Dam and the Haditha Dam which were 
inaugurated during the past year. Work has been speeded up on 
the Main Outfall Drain project which is being built to reduce 
soil salinity - a major problem in Iraq. 


Industrial Sector In 1984 the Iraqi government gave priority 

to those industrial projects that minimized imports and 
consequently did not further draw down foreign currency reserves. 
Specifically, the plan concentrated on industries where the raw 
materials are locally available, such as the food canning industry, 
flour mills, maintenance workshops, and construction materials 
fabrication, Hydrocarbon based projects such as a lube oil plant 
at Baiji, and a planned fertilizer plant, also at Baiji, are also 
important components of Iraq's industrial plans. Local produc- 
tion of building materials is also being emphasized as a means 

of conserving foreign exchange. In 1970, the budget for construc- 
tion material fabrication was ID 19 million but by 1984 it had 
grown to 1,404 million dinars. 1984 production of cement was 

8 million tons, of which 2.5 million tons was exported. Five new 
cement plants were tested in 1984 and when they go into full prod- 
uction, they should raise Iraqi cement production by another 

9 million tons. Iraq hopes to raise cement production to a total 
of 20 million tons per year by the end of 1985. In addition to 
cement plants, additional factories for the production of thermo- 


stone, brick and tiles were put into production in 1984 and more 
are planned for 1985, 


Transport and Communications Iraq has embarked on a major 

effort to develop and modernize its transportation and communica- 
tions infrastructure and the 1981-85 five-year plan allocated 24 
percent of the investment budget for this purpose. Iraq has trad- 
itionally given high priority to developing its highway system 
and the closing of the country's ports during the war, which for- 
ced much of Iragi imports to enter by truck from neighboring 
Jordan, Turkey and Kuwait, has added urgency to this goal. 
Currently under construction is the 2,000 kilometer expressway 

No. 1, which will connect Baghdad with the Kuwait, Syrian and 
Jordanian borders. It is scheduled for completion in 1986. 
However, budgetary constraints have had their impact on road 
building as well, No contracts have yet been awarded for express- 
ways Nos. 2 and 3, and in the case of expressway No. 3, not even 
the consultants have yet been selected, 


Iraq has undertaken two major railroad construction projects, 

the first, connecting Baghdad with both Akashat and the new 
Al-Qaim phosphate complex near the Syrian border, was completed 
in 1984 by the Brazilian firm Mendes Junior, The second, running 
from Kirkuk to Haditha via Baiji is scheduled for completion in 





1986 and is expected to cost $959 million. Other railroad 
projects under consideration are a $2,5 billion line connect- 
ing Baghdad with the Persian Gulf port of Um Qasr, and the 
Baghdad Metro. However, budget constraints imposed by the war 


are likely to delay these projects until after the end of the 
conflict. 


In communications, the 1981-85 plan called for the expansion 
and modernization of Iraq's telephone system, doubling the 
number of lines in operation to more than 800,000. As of 1984 
this projection had already been exceeded, as approximately 
one million televhones had been installed. 1984 also saw the 
opening of the first laser operated exchange in Baghdad. The 
installation of microwave and coaxial cable systems has up- 
graded service in rural areas as well. International service 
has also been markedly improved as the result of a new micro- 
wave system set up in 1984. In addition, some 12,565 telex 
channels for international communication have been made avail- 
able. On February 8, 1985 the European Space Agency success- 
fully launched into orbit Arabsat, a communications satellite 
which will significantly upgrade communications among the Arab 
League nations. European and Japanese suppliers have tradit- 
ionally dominated the Iraqi market for communications equip- 
ment. However, as Iraq continues to modernize and expand its 
communications networks, U.S. suppliers of sophisticated 
equipment may well find significant opportunities. 


Electric Power Because of impressive growth in electric power 
generation capacity in recent years, Iraq's electricity produ- 
tion is now sufficient to meet demand. Total electricity out- 
put in 1982 exceeded 13 billion kwh, up from 235 million kwh in 
1972. Annual consumption of electricity is estimated at 4000 mw, 
of which 1500 mw is supplied by gas turbines. Actual operating 
capacity is closer to 3000 mw with about 1000 mw of capacity 
shut down due to the proximity of some installations to the war 
zone. Iraq is continuing to add to its installed capacity with 
plans for 1200 mw stations as Musayyib, Yusifiya, and Balad. 

In 1984 the Musayyib contract was awarded to the Hyundai corpor- 
ation of South Korea and it is rumoured that the Soviets will 
build the Yusifiya station. Iraq is also moving to utilize its 
hydroelectric resources. The 600 mw Haditha Dam should be com- 
pleted in 1985 and the 750 mw Mosul Dam is scheduled for comple- 
tion in 1986. Iraq has also put out to bid a major new dam 
project, the Bekme Dam, despite the proximity of its proposed 
location to the war zone, Iraq is also investigating the possib- 
ilities of utilizing solar energy and hopes to be producing 
solar water heaters within the next two years. 


Iraq should continue to be a good market for distribution and 
transmission equipment but prospective suppliers will have to 
be prepared to offer financing, particularly for large projects. 


Housing and Construction Iraq has embarked on a major program 
to alleviate a serious housing shortage. At the beginning of 
the current five-year plan (1981) it was estimated that the 





shortage amounted to 560,000 units, of which 440,000 were 
needed in urban areas, The Iraqi government has set a target 
of 3.4 million homes by the year 2000, Large amounts of 

money were poured into housing during the first two years of 
the war (over $3 billion was reportedly allocated to the 
Ministry of Housing and Construction in 1981), and a number of 
major projects are either completed or nearing completion. 
However, as in other sectors, financial constraints imposed by 
the war has resulted in a slowdown in contract awards for major 
housing projects. 


The private sector plays a major role in housing construction 
in Iraq. The Iraqi government's plans call for the public 
sector to construct 40 percent of new housing units, with the 
remainder to be built by the private sector. Private sector 
output has generally fallen short of targets, primarily because 
of shortages of construction materials (estimated at 25 percent 
in the 1977-82 period), and the high costs of labor and land, 
In the past year this problem has been somewhat alleviated by 
increased production of bricks and cement but skilled labor 
remains scarce and expensive, 


Improving the country's water supply remains a high priority. 
Long range plans call for the expansion of Baghdad's water 
treatment capacity from a current 200 million gallons per day 

to 650 million gallons per day by the year 2000. The total cost 


of drinking water projects currently under construction in 
Baghdad is estimated at ID 700 million ($2.2 billion). 


Computers Iraq continues to be firmly committed to the use 

and application of computers and related electronic equipment. 
Iraq has traditionally been an important market for U.S. 
computer firms, and it will continue to offer significant 
opportunities. The purchase of hardware has slowed in recent 
years, but this has been accompanied by improvements in the 
utilization of existing equipment. Bar-code retail systems 

and CAD/CAM have been successfully introduced by U.S, companies, 
and 1985-86 should see an expansion in the demand for more such 
systems. Having successfully introduced micrographic systems, 
Iraqi clients are now seeking computerized retrieval. The wide- 
scale introduction of computerized office systems has been held 
up by the hurdles inherently present in existing office pract- 
ices. The most interesting development to be expected in this 
sector is the recent "dethroning" of the "computer bureaucrats," 
Until 1984 the apex National Computer Center had to approve all 
computer applications/imports. As a result, Iraq remained one 
of the few countries where even micro-computer games were not 
available. In an attempt to correct this, the government has 
decided to open up the market and a "“Micro-Computer Exhibition" 
is due to be held in Baghdad in March 1985, This is expected to 
generate about a million dollars worth of imports for fiscal 
1985 alone. Iraqi industries continue to computerize their 
controls, and robotics have even been introduced in a number of 
new units. This will probably be the pattern for future indust- 
rial projects, and could possibly be a major area of interest, 
particularly if the government were to go ahead with plans to 





retro-fit existing industrial units with modern controls, 


Health This field remains a high priority sector, Although 
plans to build new hospitals have been postponed because of 
budget cutbacks, a number of hospitals now under construction 
will be equipped as they are completed. Japanese companies 
dominated this field in 1983 by winning contracts to furnish 
thirteen 400 bed hospitals on credit. The second phase of 
Baghdad's huge medical city complex is nearing completion and 
bids are being sought to furnish a 650-bed surgical hospital 
and one of two pediatric hospitals. Medical city now has 
1,350 beds and will eventually have 5,000. 


Iraq has five medical colleges and a growing number of skilled 
doctors. Iraq's policy has been to obtain the latest medical 
equipment for its doctors, although the current austerity 
program is forcing it to give heavy weight to cost and finan- 
cing terms as well. Nevertheless, Iraqi officials hold U.S. 
medical equipment in high regard and sales opportunities for 
U.S. firms should increase when the war ends. 


Baghdad International Fair Sixteen American firms partici- 
pated in the U.S. Companies Pavilion at the 1984 Baghdad Fair. 
The American exhibitors promoted a wide range of products and 
equipment including computers, process controls, power genera- 
tion, petroleum equipment and food. Iraq attaches consider- 


able importance to participation in its annual trade fair. 
Although the Iraqi government's economic austerity program has 
reduced immediate sales opportunities, the fair is a useful 
marketing tool for companies serious about the Iraqi market. 
There will again be a United States pavilion at this year's 
Fair, scheduled for November 1-15, 1985. 
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